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UNCLAS JIDDA 1252 

E.O. 11652: N/A 
TAGS: EFIN, EIND, SA 

SUBJ: SAUDIS TIGHTEN CONTRACT EVALUATION 

REF: JIDDA 1173 

1 . LOCAL PRESS REPORTS OF FEBRUARY 14 CARRY STORY WHICH 
APPEARS TO CONFIRM A GENERAL TIGHTENING OF SAUDI REVIEW OF 
BIDS ON GOVERNMENT TENDERS. A NUMBER OF TENDERS FOR SEWAGE 
AND WATER PROJECTS WERE REJECTED BY THE MINISTRY OF MUNICI- 
PALITIES AND RURAL AFFAIRS ON FEBRUARY 13 BECAUSE OF OVER- 
BIDDING. THE COMPANIES "WILL ALSO BE DENIED PARTICIPATION 

IN BIDDING FOR FUTURE PROJECTS IF THEY SUBMIT UNREASONABLE 
AND UNJUSTIFIED PRICES." THE CANCELLED TENDERS WERE FOR 
SEWAGE AND VALLEY EMBANKMENTS AGAINST FLOODS IN TAIF, 

AL-KHOBAR, AND DAMMA. 

2. THE ACTION BY MINISTRY OF MUNICIPALITIES AND RURAL 
AFFAIRS FOLLOWS CLOSE ON THE HEELS OF SIMILAR ACTION BY 
THE MINISTRY OF INDUSTRY AND ELECTRICITY ON FEBRUARY 7 
(SEE REFTEL). THE PATTERN OF REJECTION APPEARS TO BE 
IDENTICAL TO THE EARLIER ONE AND HAS THE FOLLOWING 
CHARACTERISTICS: (A) A MINISTRY CONSULTANT ESTIMATE 

IS USED AS A BASE AGAINST WHICH TO JUDGE BIDS ON A 
PARTICULAR TENDER; (B) IF ALL BIDS SIGNIFICANTLY EXCEED 
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THE CONSULTANT ESTIMATE, ALL ARE REJECTED AND THE 
BIDDERS ARE EXCLUDED FROM THAT PARTICULAR PROJECT - 
THAT IS. THEY WILL NOT BE INVITED TO SUBMIT REVISED 
BIDS; AND (C) MINISTRY OFFICIALS WILL SEEK A NEW SET OF 
BIDDERS FOR THE TENDERS. 

3. DESPITE HEADLINES OF "COMPANIES BLACKLISTED". THERE 
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DOES NOT APPEAR TO BE ANY MOVE TO BAN REJECTED COMPANIES 
FROM BIDDING ON FUTURE PROJECTS IN THE KINGDOM. THE 
REJECTED BIDDERS ARE APPARENTLY ONLY BEING "BLACKLISTED'' 

FROM BIDDING ON THE SUBSEQUENT REISSUE OF THE TENDER IN 
QUESTION. IT REMAINS TO BE SEEN HOW EFFECTIVE THE SAG'S 
NEW BASE LINE WILL BE AS THE VALIDITY OF SAG ACCUSATIONS 
WILL ONLY BE SUPPORTED IF SUBSEQUENT BIDS ON THE REOPENED 
TENDERS MEET SAUDI TECHNICAL CRITERIA WHILE STAYING 
WITHIN MINISTRY COST ESTIMATES. 
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